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INDEPENDENT AUDITOR'S REPORT

The Honorable Board of Education
Keys School District 1-006
Park Hill, Cherokee County, Oklahoma

[ have audited the accompanying combined financial statements - regulatory basis - of Keys School
District No. 1-006, Cherokee County, Oklahoma as listed in the table of contents, as combined
financial statements, as of and for the year ended June 30, 2013.

anagement’ nsibili inancial St mts
Management if responsible for the preparation and fair presentation of these financial statements in
accordance with the financial reporting regulations prescribed or permitted by the Oklahoma State
Department of Education as described in Note 1, to meet the requirements of the Oklalioma State
Department of Education. Management is also responsible for the design, implementation, and
maintenance of internal control relevant to the preparation and fair presentation of financial
statements that are free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

My responsibility is to express an opinion on these financial statements based on my audit. |
conducted my audit in accordance with auditing standards generally accepted in the United States
of America and Government Auditing Standards, issued by the Comptroller General of the United
States. Those standards require that | plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement,

An audit includes performing procedures to obtain evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor’s judgement, including the
assessment of the risk of material misstalement of the financial statements, whether due (o fraud or
errar. In making those risk assessments, the auditor considers internal control relevant to the entity's
preparation and fair presentation of the financial stalements in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity”s internal control. Accordingly, | express no reasonableness of significant
accounting estimates made by management, as well as evaluating the overall presentation of the
hinancial statements.

I believe that the audit evidence 1 have obtained is sufficient and appropriate to provide a basis for
my adverse and qualified opinions.



inio . Gene “Accepted ountin inciples

As discussed in Note 1, these combined financial statements are prepared on a regulatory basis of
accounting conforming with the accounting practices prescribed by the Oklahoma Department of
Education and budget laws of the State of Oklahoma which is a comprehensive basis of accounting
other than accounting principles generally accepted in the United States of America. The effecton
the financial statement resulting from the use of their regulatory basis of accounting and presentation
as compared to accounting principles generally accepted in the United States of America although
not reasonably determined, are presumed 1o be material,

Adw
In my opinion, because of the significance of the marter discussed in the Basis for Adverse Opinion
on LS. Generally Accepted Accounting Principles paragraphs, the financial statements referred to
above do not present fairly. in accordance with accounting principles generally accepted in the
United States of America, the financial position of Keys School District No. 1-006, Cherokee
County, Oklahoma, as of June 30, 2013, or the revenues. expenses, and changes in net position and,
where applicable, cash flows thereof for the year then ended.

inion on tory Basis of Accounti
The financial statements referred to above do not include the general fixed asset account group,
which should be included in order to conform with accounting and financial reporting regulations
prescribed or permitted by the Oklahoma State Department of Education. The amount that should
be recorded in the general fixed asset account group 15 not known,

However, in my opinion, except for the effects of the omission of the general fixed assets account
group, the combined financial statements referred to in the first paragraph present fairly, in all
material respects, the assets, liabilities and fund balances - regulatory basis of the Kevs School
Distriet COI-006, Cherokee County, Oklahoma, as of June 30, 201 3, and the revenues collected and
expenditures paid and encumbered, of each fund type, for the vear then ended, in accordance with
the regulatory basis of accounting described in Note |,

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, 1 have also issued my reported dated January
25,2014, on my consideration of the Keys School District 006, Cherokee County, Oklahoma’s
internal control over financial reporting and my tests of jts compliance with certain provisions of
laws, regulations, contracts and grants agreements and other matters. The purpose of that report is
to describe the scope of my testing of internal control over financial reporting and compliance and
the results of that testing, and not to provide an opinion on the internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in accordance with
Crovernment Auditing Standards, and should be considered in assessing the results of my audit.

Other Matters

My audit was conducted for the purpose of forming an opinion on the fund tvpe and account group
with the combined financial statements. The com bining fund statements and schedules and other
schedules as listed in the Table of Contents are presented for purposes of additional analysis and are
not a required part of the combined financial statements of the Keys School District 1-006

i 8



Such information has been subjected to the auditing procedures applied in the audit of the fund type
and account group financial statements within the combined financial statements and certain
additional procedures, including comparing and reconciling such information directly to the
underlying accounting and other records used in accordance with auditing standards generally
accepled in the United States of America, In my opinion, the other supplementary information js
fairly stated in all material respects in relation to the combined financial statements taken as a whole

on the regulatory basis of accounting described in Note 1.
January 25, 2014
e T .ﬁy:n.m::'ff"

Alan Chapman, CPA
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KEYS SCHOOL DISTRICT NO, 1-006
NOTES TO THE FINANCIAL STATEMENTS - REG ULATORY BASIS
FOR THE YEAR ENDED JUNE 30, 2013

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the Keys School District No. 1-006 (the “District”) have been prepared
on a regulatory basis of accounting which is another comprehensive basis of accounting other than
accounting principles generally accepted in the United States of America.  Accordingly, the
accompanying financial statements are not intended to present financial position and results of
operations in conformity with aceounting principles generally accepted in the United States of
America. The accounting policies are prescribed by the Oklahoma Department of Education, and
conform 1o the system of accounting authorized by the State of Oklahoma, The following is a
summary of the more significant accounting policies.

A. REPORTING ENTITY

The District is a corporate body for public purposes created under Title 70 of the Oklahoma Statutes,
and accordingly, is a separate entity for operating and financial reporting purposes. The District is
part of the public school system of Oklghoma under the general direction and control of the State
Board of Education, and is financially dependent on State of Oklahoma support. The general
operating authority for the public school system is the Oklahoma School Code contained in Title 70,
Oklahoma Statutes.

The governing body of the District is the Board of Fducation composed of elected members. The
appointed superintendent is the executive officer of the District

Inevaluating how to define the District, for finaneial reporting purposes, management has considered
all potentinl component units. The decision to include a potential component unit in the reporting
entity was made by applying the criteria established by the Governmental Accounting Standards
Board (GASB). The basic--but not the only--criterion for including a potential component unit
within the reporting entity is the governing body’s ability to exercise oversight responsibility, The
muost significant manifestation of this ability is financial interdependency. Other manifestations of
the ability 1o exercise oversight responsibility included, but are not limited 1o, the selection of
governing authority, the designation of management, the ability to significantly influence operations,
and accountability for fiscal matters. A second criterion used in evaluating potential component
units is the scope of public service, Application of this criterion involves considering whether the
activity benefits the District and/or its citizens, or whether the activity is conducted within the
geographic boundaries of the District and is generally available to its patrons. A third criterion used
to evaluate potential component units for inclusion or exclusion from the reporting entity is the
existence of special financing relationships, regardless of whether the District is able to exercise
oversight responsibilities. Based upon the application of these criteria, there are no potential
component units included in the District’s reporting entity.

-9-



KEYS SCHOOL DISTRICT NO. [-006
NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
FOR THE YEAR ENDED JUNE 30, 2013

: ST

A R NG E contin

The Board of School Trustees (Board), an elected five member group constituting an on-going entity,
is the level of government which has governance responsibilities over all activities related to public
school education within the jurisdiction of the Local Independent School District. The board
receives funding from local, state, and federal government sources, and must comply with the
requirements of these funding source entitics, However, the Board is not included in any other
governmental “reporting entity” as defined in Section 2100, Codification of Governmental
Accounting and Fj 1al Reporting Standards, since Board members are elected by the public and
have decision making authority, the power to designate management, the responsibility 1o
significantly influence operations, and primary accountability for fiscal manters,

ND AC TING
The Distriet uses funds and account groups to report on its financial position and the results of its
operations. Fund accounting is designed to demonstrate legal compliance and to aid financial
management by segregating transactions related to certain district functions or activities,

A fund is a separate accounting entity with a self-balancing set of accounts. An account group, on
the other hand, is a financial reporting device designed to provide accountahility for certain assets
and liabilities that are not recorded in the funds because they do not directly affect net expendable
available financial resources.

Funds are classified into three categories: governmental, proprictary, and fiduciary. Each category,
in turn, is divided into separate “fund types.”

Gavernmental Fund Types

Governmental funds are used to account for all or most of a government's general activities,
including the collection and disbursement of earmarked monies (Special Revenue Funds), the
acquisition or construction of peneral fixed assets {Capital Projects Funds), and the servicing of
general long-term debt {Debt Service Funds),

Ge und - The General Fund is used to account for all financial transactions except those
required to be accounted for in another fund. Major revenue sources include state and local property
faxes and state funding under the Foundation and Incentive Aid Program.

Expenditures include all costs associated with the daily operations of schools except for programs
funded for building repairs and maintenance, school construction and debl service on bonds, and
other long-term debt. The General Fund includes federal and state restricted monies that must be
expended for specific programs.

21



KEYS SCHOOL DISTRICT NO. 1-006
NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
FOR THE YEAR ENDED JUNE 30, 2013

Special Revenye Funds - The first Special Revenue Fund is the District’s Building Fund. The
Building Fund consists of monies derived from property taxes levied for the purpose of erecting,
remadeling, or repairing buildings and for purchasing furniture and equipment.

The second Special Revenue Fund is the Child Nutrition Fund, used to account for monies derived
from federal and state reimbursement and local food service collections.

Debt Service Fund - The Debt Service Fund is the District’s Sinking Fund used to account for the
accumulation of financial resources for the pay ment of general long-term debt principal, interest, and
related costs. The primary revenue sources are local property taxes levied specifically for debt
service and interest earnings from temporary investments.

Capital Projects Fund - The Capital Projects Fund is the District’s Bond Fund used to account for
the proceeds of bond sales to be used exclusively for acquiring school sites, constructing and
equipping new school facilities, renovating existing facilities, and acquiring transportation
equipment.

Proprietary Fund Types

Proprietary Funds are used to account for activities similar to those found in the private sector, where
the determination of net income is necessary or useful to sound financial administration. Goods or
services from such activities can be provided either to outside parties ( Enterprise Funds) or to other
departments or agencies primarily within the District {(Internal Service Funds). The District does not
have any Proprictary Funds.

Fiduciary Fund Types

Fiduciary Funds are used to account for assets held on behalf of outside parties, including other
governments, or on behalf of other funds within the District. When these assets are held under the
terms of a formal trust agreement, either a nonexpendable trust fund or an expendable trust fund is
used, The terms “nonexpendable” and “expendable” refer to whether or not the District is under an
obligation to maintain the trust principal. Agency funds generally are used to account for assets that
the District holds on behalf of others as their agent, and do not involve measurement of results of
operations,

Agency Fund - The Agency Fund is the School Activities Fund which is used to account for monies
collected principally through Rund-raising efforts of the students and District sponsored groups. The
administration is responsible, under the authority of the Board. for collecting, disbursing, and
accounting for these activity funds.
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KEYS SCHOOL DISTRICT NO. 1-006
NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
FOR THE YEAR ENDED JUNE 30, 2013

RY GNIF
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Account groups are not funds, and consist of a self-balancing set of accounts used only to establish
accounting control over long-term debt and general fixed assets not accounted for in proprietary
Funds.

General Long-Term Debt Account Growp - This account group was established to account for al

long-term debt of the District, which is offset by the amount available in the Debt Service Fund and
the amount o be provided in future years to complete retirement of the debt principal, It is also used
to account for liabilities for compensated absences and earl v retirement incentives which are to be
paid from funds provided in future years,

General Fixed Asset Account Group - This account group 15 used to account for property, plant, and

equipment of the School District. The District does not maintain a record of its general fixed assets,
and accordingly, a statement of general fixed assets, required by accounting principles generally
accepted in the United states of America, is not included in the financial statements, Land,
buildings, nonstructural improvements, and all other physical assets in all funds are considered
expenditures in the year of acquisition, and are not recorded as assets for financial statement
purposes.

Memargndum Only - Total Coliemn

The total column on the financial statements is captioned “memorandum only” to indicate that it is
presented only to facilitate financial analysis. Data on this column does not present financial
position of results of operations in conformity with accounting principles generally accepted in the
United States of America. Neither is such data comparable to a consolidation.  Interfund
eliminations have not been made in the aggregation of this data,

SIS QUNTIN
The District prepares its financial statements in a presentation format that is prescribed by the
Uklahoma State Department of Education. This format is essentially the generally accepted form
of presentation used by state and local governments prior to the effective date of GASB Statement
No. 34, Basic Financial Statements - and Management's Discussion and Analysis - for State and
Local Governments, This format significantlv differs from that required by GASB 34,

The basic financial statements are essentially preparcd on a basis of cash receipts and disbursements
modified as required by the regulations of the Oklahoma State Department of Education (OSDE) as
follows:

. Encumbrances represented by purchase orders, contracts, and other commitments for
the expenditure of monies and are recorded as expenditures when approved.
. Investments and inventories are recorded as assets when purchased.

=] 2



KEYS SCHOOL DISTRICT NO. [-006
NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
FOR THE YEAR ENDED JUNE 30, 2013

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

M IS OF AC NTING e,
. Capital assets in proprietary funds are recorded when acquired and depreciated
over their usetul lives.
. Warrants payable are recorded as liabilities when issued,
. Long-term debt is recorded when incurred.
. Accrued compensated absences are recorded as an expenditure and liability when

the obligation is incurred,

This regulatory basis of accounting differs from accounting principles generally accepted in the
United States of America, which require revenues to be recognized when they become available and
measurable, or when they are carned, and expenditures or expenses to be recognized when the related
liabilities are incurred for governmental fund types, and, when revenues are earned and liahilities
are incurred for proprictary fund types and trust funds,

. BU AND BUDGETAR COUNTING - EST. E OF N

The District is required by state law to prepare an annual budget. A preliminary budget must be
submitted to the Board of Education by December 31, for the fiscal vear beginning the following July
L. If the preliminary budget requires an additional levy, the District must hold an election on the first
Tuesday in February to approve the levy. If the preliminary budget does not require an additional
levy, it becomes the legal budget. If an election is held and the taxes are approved, then the
preliminary budget becomes the legal budget. If voters reject the additional taxes, the District must
adopt a budget within the approved tax rate. A budget is legally adopted by the Board of Fducation
tor the General Fund and Special Revenue Funds (Building Fund and Child Nutrition Fund) that
includes revenues and expenditures.

The 2012-2013 Estimate of Needs was approved by the Board and subsequently filed with the county
clerk. The Estimate of needs was approved by the excise board, and the requested levies were made,

E._ENCUMBRANCES

Encumbrances represent commitments to unperformed contracts for goods or services. Encumbrance
accounting--under which purchase orders and other commitments of resources are recorded as
expenditures of the applicable fund--is utilized in all governmental funds of the District,
Appropriations not used or encumbered lapse at the end of the year,

13-



KEYS SCHOOL DISTRICT NO. I-006
NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
FOR THE YEAR ENDED JUNE 30, 2013

F. ASS IABI AND EQUIT
Cash and Cash Equivalents - The District considers all cash on hand, demand depaosits, and highly

liquid investments with an original maturity of three months or less when purchased to be cash and
cash equivalents,

Investments - Investments consist of bank certificates of deposit with maturities greater than three
months when purchased. All investments are recorded at cost, which approximates market value,

Inventories - The value of consumable inventories at June 30, 2013, 1s not material to the financial
stalements. Purchases for inventory items are considered expenditures at the time the jtems were
encumbered.

Fixed Assets and Property, Plant, and Equipment - The General Fixed Asset Account Group is not

presented. The amount that should be recorded in the General Fixed Assel Account Group is not
known.

Compensated Absences - Vested or accumulated vacation leave that is expected to be hiquidated
with expendable available financial resources has not been reported as an expenditure or a fund
liability of the governmental fund that will pay it since the combined financial statements have been
prepared on the regulatory basis of accounting. Vested accumulated rights o receive sick pay
benefits have not been reponted in the General Long-Term Debt Account Group since the combined
linancial statements have been prepared on the regulatory basis of accounting. These practices differ
from accounting principles generally accepted in the United States of America,

In accordance with the provisions of Statement of Financial Accounting Standards No. 43,
Accounting for Compensated Absences, no liability is recorded for nonvesting accumulating rights
to receive sick pay benefits. Vested accumulated rights to receive sick pay benefits have been
reported in the General Long-Term Debt Account Group since none of the vested sick leave is
expected to be liquidated with expendable available financial resources.

Long-Term Debr - Long-term debt is recognized as a liability of governmental fund when due, or
when resources have been accumulated in the Debt Service Fund for payment early in the following
vear. For other long-term obligations, only that portion expected to be financed from expendable
available financial resources is reported as a fund liability of a governmental fund. The remaining
portion of such obligations is reported in the General Lo ng-Term Debt Account Group when
applicable.
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KEYS SCHOOL DISTRICT NO. 1-006
NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
FOR THE YEAR ENDED JUNE 30, 2013

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {continued)

Fund Balance - Fund balance represents the funds not encumbered by purchase order, legal
contracts, and outstanding warrants.

FEN EXPENSES, AN, ENDITUR

Property Tax Revenues - The District is authorized by state law to levy property taxes which consist
of ad valorem taxes on real and personal property within the District, The COUNLY as5es550F, Upon
receipl of the certification of tax levies from the county excise board, extends the tax levies on the
roll for submission to the county treasurer prior to October 1. The county treasurer must commence
tax collection within fifteen days of receipt of the tax rolls. The first half of taxes are due prior to
January 1. The second half is due prior to April 1.

Ifthe first payment is not made timely, the entire tax becomes due and payable on January 2, Second
half taxes become delinquent on April 1 of the vear following the vear of assessment. If not paid by
the following October 1, the property is offered for sale for the amount of taxes due. The owner has
two years to redeem the property by paying the taxes and penalty owed. 1f at the end of two years
the owner has not done so, the purchaser is issued a deed to the property.

State Revenues - Revenues from state sources for current operations are primarily governed by the
state aid formula under the provisions of Article XVIIL Title 70. Oklahoma Statutes, The State
Board of Education administers the allocation of state aid funds to school districts based on
information accumulated from the districts,

After review and verification of reports and supporting documentation, the State Department of
Education may adjust subsequent fiscal period allocations of money for prior vear errors disclosed
by review. Normally, such adjustments are treated as reductions or additions of revenue of the yvear
when the adjustment is made,

The District receives revenue from the State to administer certain categorical educational programs.
State Board of Education rules require that revenue carmarked for these programs be expended only
for the program for which the money is provided and require that the money not expended as of the
close of the fiscal year be carried forward into the following vear to be expended for the same
categorical programs, The State Department of Education requires that categorical educational
program revenues be accounted for in the General Fund.

fnter ransactions - Quasi-external transactions are accounted for as revenues, expenditures,
or expenses. Transactions thal constitute reimbursements to a fund or expenditures/expenses
initially made from it that are properly applicable to another fund are

-15-



KEYS SCHOOL DISTRICT NO. 1-006
NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
FOR THE YEAR ENDED JUNE 30, 2013

OTE 1:

Interfu saction: inued,

recorded as revenues, expenditures, or expenses in the fund that is reimbursed.

All other interfund transactions, except quasi-external transactions and reimbursements, are reported
as transfers, Nonrecurring or nonroutine permanent transfers of equity are reported as residual equity
transfers. All other interfund transfers are reported as operating transfers, There were no operating
transfers or residual equity transfers during fiscal vear 2013,

Lise of Estimates - The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America, requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent
assels and liabilities at the date of the financial statements and the reported amounts of revenues and
expenses during the reporting period. Accordingly, actual results could differ from those estimates,

Risk Management - The District participates in a risk pool for worker's compensation coverage in
which there is a transfer or paoling or risks among the participants of that pool. Inaccordance with
GASB No. 10, the District reports that required contribution to the pool. net of refunds. as insurance
EXPENSE,

The District’s investment policies are governed by state statute. Permissible investments include
direct obligations of the United States Government and Agencies, certificates of deposit of savings
and loan associations, and bank and trust companies, savings accounts or savings certificates of
savings and loan associations, and trust companies, Collateral is required for demand deposits and
certificates of deposit for all amounts not covered by federal deposit insurance.

In accordance with state statutes, the District’s investment policy:

Depasits and Investments - The District’s cash deposits and investments at June 30, 2013, were
completely insured or collateralized by federal deposit insurance, direct obligations of the United

States Government, or securities held by the District or by its agent in the Districl’s name.
Therefore, the District’s cash deposits and investments at June 30. 2013, were not exposed to

Custodial Credit Risk, Investment Credit Risk. Investment Interest Rate Risk, or Concentration of
Investment Credit Risk,

16
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KEYS SCHOOL DISTRICT NO. [-006
NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
FOR THE YEAR ENDED JUNE 30, 2013

NOTE 4: INTERFUND RECEIVABLES AND PAYABLES

There were no interfund receivables or payables at June 30, 2013,

NOTE 5: GENERAL LONG-TERM DEBT

State statutes prohibit the District from becoming indebted in an amount exceeding the revenue to
be received for any fiscal year without the approval by the District’s voters. General long-term debt
of the District consists of lease/purchase agreements and outstandin & general obligation bonds,

The following is a summary of the long term debt transactions of the District for the vear ended June
30, 2013:

Capital Lease
_Bonds Payable  _Obligations Total
Balance July 1, 2012 S 500,000.00 $ 4352136 % 54352136
Additions F30, 000,00 .00 3300, (W00
Retiremenis A0 0000 (1955650 [5]9 556.50)
Balance June 30, 2013 2..230,000.00 £.2396486  § 55306486
A brief description of the outstanding general obligation issues at June 30, 2013, is set forth below:
_Amount Qutstanding

[ndependent School District No. 1-006 Building Bonds
onginal lssue S530,000.00. Interest rates of
M due in installments of $530,000.00
due bay |, 2015, 553000000

Total Outstanding 5 000



KEYS SCHOOL DISTRICT NO. 1-006
NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
FOR THE YEAR ENDED JUNE 30, 2013

NOTE 5: GEN ONG-TER ntinued

[The annual debt service requirements of bond principal and payment of interest are as follows:

Year Ending
June 3() Principal _Interes) _ Taotal
2015 3 530,000.00 56, 360000 £336,360.00

Interest expense on general long-term debt incurred during the current year totals $6,050.

As disclosed in Note | to the Financial Statements, the District does not record fixed assets in the
financial statements. Consistent with this, the District has not recorded the assets in the General
Fixed Assets Account Group. The District has recorded the lability for future lease pavments in the
General Long-Term Account Group.

The schedule of future minimum lease payments under the capital lease and the present value of the
nel mimmum lease payments at June 30, are as follows:

2008 20010
Year Ending Jone Ak Irucks Submrban i
ZIHEA £ 231729 £ T 14E T % BARLIE
ZUls [HLL) T 14870 T.148.75
B (L] T 148 6 T.148.76
M7 Ak 1 |.TRY. 149 1 TET. 19
Toaad Mminsam Lesse Paymenis £ 231239 %21231.47 £25 54506
Lesg Amaunt Representing [mieress 12,08 1 568 92 LAs] .00

Present Valose of Finuge

Mirnmizm Lease Pavments 2303 L5 T50.43 513 Gk R
NOTE 6:

The District does not offer any carly retirement incentive plans,
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KREYS SCHOOL DISTRICT NO. 1-006
NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
FOR THE YEAR ENDED JUNE 30, 2013

: EMPI TRET NT SYST

The District participates in the state administered Oklahoma Teacher's Retirerment Svstem (The
“System”), which is a cost-sharing. multiple employer public employee retirement system (PERS),
Under the system contributions are made by the District, the State of Oklahoma, and the participating
emplovees.

Participation is required for all teachers and other certified employees, and is optional for all other
regular employees of public educational institutions who work at least 20 hours per week, A
participant’s date of membership is the date the first contribution is made to the System. The System
is administered by a Board of Trustees which acts as a fiduciary for investing the funds and
governing the administration of the System, The District has no responsibility or authority for the
operation and administration of the System, nor has it any lisbility, except for the current
contribution reguirements,

A participant with five years of creditable service may retire with a normal retirement allowance at
the age of sixty-two or with reduced benefits as early as age fifty-five. The normal retirement
allowance paid monthly for life and then to beneficiaries, if certain oplions are exercised, equals two
percent of the average of the highest eaming vears on contributory service multiplied by the number
of years credited service. A participant leaving employment before allaining retirement age. but
completing ten years of service, may elect o vest his accumulated contributions and defer receipt
of a retirement annuity until a later date,

When a participant dies in active service and has completed ten vears of credited service, the
beneficiary is entitled to a death benefit of $18,000.00 and the participant’s contributions plus
interest, If the beneficiary is a surviving spouse, the surviving spouse may, in lieu of the death
benefit, elect to receive, subject to the surviving spousal options, the participant’s retirement benefits
accrued at the time of death.

The contribution rates for the District, which are not actuarial determined, and its employees are
established by statute and applied to the employee's eamings, plus emplover paid fringe benefits.,

The District is required by statute to contribute 9.5% of applicable compensation for the vear
ended June 30, 2013, The District is allowed by the Oklahoma Teacher's Retirement System
to make the required contributions on behalf of the participating members, The required contribution
for participating members is 7%.

-20-



KEYS SCHOOL DISTRICT NO. 1-006
NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
FOR THE YEAR ENDED JUNE 30, 2013

N : EM STE inued

The District’s contributions to the System for the years ending June 30, 2013, 2012, and 2011 were
$344.661, $256,712, and $383,562, respectively.

The pension benefit obligation is a standardized disclosure measure of the present value of pension
benefits. This pension valuation method reflects the present value of estimated pension benefits that
will be paid in future years as a result of employee services performed (o date, and is adjusted for
the efTect of projected salary increases. There are no actuarial valuations performed on individual
school districts,

The Oklahoma Teacher Retirement System issues an independent financial report, financial
statements, and required supplementary information that can be obtained in writin g at the Oklahoma
Teacher's Retirement System, P.O. Box 31524, Oklahoma City, OK 73152 or by calling 405-521-
2387,

Ten year historical trend information is presented in the Teacher’s Retirement System of the
Oklahoma Annual Report for the year ended June 30, 2013, This information is useful in assessing
the pension plan’s accumulation of sufficient assets 1o pay pension benefits as they become due.

‘hedule of ing Pro dolla illion udited
Linfunded
Actuarial Actuarial Actuarial LAAL as %
Value of Accrued Accrued Annual of Covered
Actuarial Assets(AVA)  Liability Liability Funder Covered Payroll
Valuation Date {a) AAALND)  (UAALXb-a) Ratiola/b) _Pavrolife) {b-a)i{c)
June 3. 2003 64369 11,9252 54883 54084 30457 | 8020
June 30, 2004 6,660,9 14,0801 7.410.2 47 3% 31,0307 244 8%,
June 30, 2005 69527 14,052 .4 7,000 7 49 5% 31752 223 6%
June 30, 206 T.470.4 15,1434 16729 40,355 33549 228, 7%
June 30, 2007 B.A21.6 [6.024.4 T.602.5 52.6% 3508 O 211.2%
June 30, 2008 9.256.8 8. 146.49 R 30.5% 3.751.4 243 3%
Jupe 30, 2009 04300 18,9509 0.512.0 49 8% 3. 8079 240 o
June 30, 2010 9.566.7 19.080.6 [0,414.0 47.9% 31,8548 270:2%
June 30, 2001 9060 .6 17.560.8 7.600.2 36.7% 37733 201 4%
June 30, 2012 [0, 19405 [§.588.0 B.397.6 34 8% 9248 214,0%
Jume 30, 2013 10,8611 [R.073.2 B.112.] 57.2% 393131 206.3%
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KEYS SCHOOL DISTRICT NO. 1-006
NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
FOR THE YEAR ENDED JUNE 30, 2013

GEN ND(

Amounts received or receivable from grantor agencies are subject to audit and adjustment by grantor
agencies. Any disallowed claims, including amounts already collected, may constitute a liability of
the applicable funds. The amount, if any, of expenditures which may be disallowed by the grantor
cannot be determined at this time although the Distriet expects such amounts, iT any, to be
immaterial.

N : INSU CE COV GE

The District purchases commercial insurance policies covering property casualty loss, public
liability, school board member and administrater Labilit v, and worker’s compensation.

NOY 0: SURE

The District has the following surety bonds: Superintendent in the amount of $100.000.00 bond no.
61393999 dated 6/4/2013-7/1/2014. Co-Custodian of Acti vity Fund the amount of $25,000,00 bond
no. 61394044 dated 6/4/2013-6/4/2013. Co-Custodian of Activity Fund and Encumbrance Clerk
in the amount of $25,000.00 bond no. 61418824 dated 7/9/2012-7/14/2013. Minutes Clerk and
Custodian Child Nutrition in the amount of $25.000.00 bond no. 15346114 dated 07/15/2012-
714/2013. The Treasurer also had bond no. 71244437 dated 2/17/13-2/17/14 in the amount of
$100,000.00. All were with Western Surety Company.

NOTE 11; SUBSE NTEV

Subsequent events have been evaluated though January 25, 2014, which is the date the financial
statements were available to be issued,
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KEYS SCHOOL DISTRICT NO, I-006
COMBINING STATEMENT OF ASSETS, LIABILITIES AND FUND BALANCES
REGULATORY BASIS - ALL SPECIAL REVENUE FUNDS
JUNE 30,2013

Building Child Mutrition

Fund Fund _ Toml
ASSE
Cash and Investments § 229.849.22 £ 7752884 5 307.378.06
Total Assets $ 22984932 S 77.528.84 § 30737406
LIARI AND F ALAN
Liabilities:
Warrants Payable $ 18750.01 8§ 518554 $ 2303555
Total Liabilities 18,750.01 5 1BS.54 23.035.55
Fund Balances:
Undesignated 21109921 72,343.30 28344251
Tal Fund Balances 21 1,099.2| 72,343.30 28344251
Total Liabilities and Fund Balances § 12984923 % 7752884 $§_307.378.06

The accompanying notes and auditor's report are an integral part of these financial statements.
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REYS SCHOOL DISTRICT NO. I-006
STATEMENT OF ASSETS, LIABILITIES AND FUND BALANCES
REGULATORY BASIS - FIDUCIARY FUNDS

JUNE 30, 2013
Agency
Fund
Actiwity
_ Fund
\SSETS
Cush and Invesimenis 3 Bi61649
Total Asscts 5 95al649
LIABILITIES AND FUND BALANCES
Linbitios:
Tz to Slodent Groups 5 OBR61648
Tonal Liabilivieis £ Sinlh40
Fund Palamces:
Uriresierved:
Lindesipnated - -
Teaal Fund Balanoes = -
Toeal Lightlidics and Fund Balonoes § @ialed9

The accompanying notes and auditor's report are an integral part of these financial statements.
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KEYS SCHOOL DISTRICT NO. 1-006
STATEMENT OF CHANGES IN ASSETS AND LIABILITIES
REGULATORY BASIS - FIDUCIARY FUNDS
JUNE 30, 2013

Agenicy Funds

Halanoe Nalance
July 1, 2012 Additions  _ Deletions  June 30,2013
ACTIVITIES
Student Activities 3 B9.03796 S 42812965 S 42165112 B O8E16.4%
Tistal - All Agency Funds § 8013796 S 42812955 S 42165112 S 9561649
ASSETS
Cash L ARTR S § A2H 12965 5 421651102 5 '?SJ_I_ZF_JEI._'W
Total Assets 3 3"-!_.]3-':'.'.'&! 5 -llﬂ..lﬁﬂ:_ § 420651.12 5 Dibled9
LIABILITIES
Dhue eo Shedend Groups £ B9.137.% 5 -I-IR.IE__'JE 5 421.65] $ U56016.49

| il |

Iz
R0 137.9% 5 42812965 5 42165112 § Us6164%

)

Total Lisbdlibe

The accompanying notes and auditor’s report are an integral part of these financial statements.

“2B-



T

LT 1ED%)

L
L TN
HTni

LT
HFERE R

15 58S |
B0 TRETILL)
t 5

EIGE ‘Gl wer

e admpey

{EIETES 5

T 1ET
3 e s
1L Bl

L e 0L
BEUETTRT
WAFE]
T INE'TIT

(LR

AT
S TE
(1T
i EHITLE
OFLESE

.

O LE R

L

L]
HIELE'TI
(L IR g

ERENET B g prdaad o b

[rCn T 1%

[
WETT
Tiein i

Tl DT

I

W
S [

TUrRIT

WAL

RDoRRR

it

RO
O ZELR01

-6~

EEEE ] |- weordeg ams

B T [

fex 1 o ity S o LTS
RAWANY i A TRIMINE EUGER) S41 G s 08 K30 B3 FE T ¥ . .1 ..qu
TR TT AT o WP - Hiy
eLeiiakl $ FEGLITED 8 AN LV TVHREAA TVIOL
SCEDFL LEiEoE e =1l [y boneyop
= b R L 4 RURE) P
[TRAERT B LT i
SRVENTRI TV RIS A0
fewrme (iAo wetciy oy e
Sl Th e ERLY AT g EanTEs P
A FiEbl e | FUDpRGT FITHEIEE g
FN [ FAL R bl FFNETINET Yy
HREOL AT R PSR
PRSI Wi 155 01 FERIER I - weiioug g ey
BIRN Y e g
gguiig
AHMLTIOHEY S0 AT AWV 5
MIAT awes iR o mE] § 1)
= .n_”._“_.-..n.”u.._ — LEE BiH 1 ung s
= .Em.n.-_.ﬂm_ | masa ) i Boup sop pr g
HEH......_... e e i T |
TEE M Firang) wap f-y i
= B ST R R sy
RIEEEOL A CTEERE [T T
WIS 6 TIEERE ing oinwE ﬂﬁ
g e - .-!.__.l._-{._l
GETEFEY |y amiiog ey mop
sEArein 174 LA W Ui |1 am v
fed- oo | Ee ALE 0] =y “|] AR
HEH AV HE
| #ray - ERTRTRE o Erariede ) Wov FEAIgr g
00 IS B (114 FIITE s VaiRvagy sor ooy Rrges)
TEAE' TR 165 1 B4 POV ssdai] g o),
5 [ TR (£ MoK LSS ep) I AR
1 24re; - T PG
SOLLY. K100 A0 LKA LEYIH %)
MRy ,| T T T 1Y) ST TEW I L R e
i Bz ; rakig VLY VT TEN BRI

F107 "0€ ANNF AAANT M¥IA AHL HOA

ASNAAXE SOHV MY TVYHIATA 40 3TNATHIS

1 TON LOTHLSIO TODHDS SATM



ALAN CHAPMN Certified Public Accountant

401 South Water * Tahlequah, Oklahoma 74464 « (918) 456-9991 » Fax (918) 456-9242 « chap@intellex.com

'OMBINED FINANCIAL STATEMENTS RMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

The Honorable Board of Education
Keys School District No. [-006
Park Hill, Cherokee County, Oklahoma

I have audited, in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auwditing
Standards, issued by the C omptroller General of the United States, the dccompanying fund type and
account group financial statements regulatory basis of Keys School District No. [-006, Oklahoma
as listed in the Table of Contents. as of and for the year ended June 30, 201 3, and the related notes
to the financial statements, and have issued my report therean dated January 25, 2014, which was
adverse with respect Lo the presentation of the financial statements in conformity with the regulatory
basis of accounting for Oklahoma school districts and did not conform to the presentation
requirements of the Governmental Accounting Standards Board. However, my report was qualified
for the omission of general fixed asset account groups with respect to the presentation of hinancial
statements on the regulatory basis of accounting authorized by the Oklahoma State Board of
Education.

| nal Con Over Fingnci in

In planning and performing my audit of the financial statements, | considered Kevs School District
No. [-006% internal control over financial reporting to determine the audit procedures that are
appropriate in the circumstances for the purpose of expressing my opinion on the financial
statements, but not for the purpose of ex Pressing an opinion on the effectiveness of Keys School
District No. I-006's internal control. Accordingly, I do not express an opinion on the effectiveness
of the Keys School District No. [-006's internal control.

Acdeficiency in internal conirol exists when the design or operation of a contral over compliance
does not allow management or employees, in the normal course of performing their assigned
functions, 1o prevent, or detect and correct, noncompliance with a type of compliance requirement
of a federal program on a timely basis. A material weakness is a deficiency, or combination of
deficiencies, in internal control over compliance, such that there is a reasonable possibility that
material misstatement of the entily’s financial statement will not be prevented, or detected and
corrected, on a timely basis. A significant deficiency is a deficiency, or a combination of
deficiencies, in internal control that is less severe than a material weakness, yet imporiant enough
[0 merit attention by those charged with governance,
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My consideration of internal control over financial reporting was for the limited purpose described
in the first paragraph of this section and would not necessarily identify all deficiencies in the internal
control that might be significant deficiencies or material weaknesses, Given these limitations during
my audit, | did not identify any deficiencies in internal control over financial reporting that we
consider to be material weaknesses, However, material weaknesses may exist that have not been
identified.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Keys School District No. 1-006's financial
statements arc free of misstalement, | performed tests of its compliance with certain provisions of
laws, regulations, contracts, and grant agreements, noncompliance with which could have a direct
and material effect on the determination of financial statement amounts. However, providing an
opinion on compliance with those provisions was not an objective of my audit and, accordingly, |
do not express such an opinion. The results of my tests disclosed no instances of noncompliance or
other marters that are required o be reported under Government Auditing Standards.

I noted certain matters that I reported to management of Kevs School District No. 1-006 in a separate
letter dated January 25, 2014,

The purpose of this report is solely to describe the scope of my testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the
entity’s control or compliance. This report is intended solely for the information and use of the
Board of Education, management, and all applicable federal and state agencies, and is not intended
to be and should not be used by anyone other than these specified partics.

January 25, 2014

ﬁ; A ﬁy:&,m.-_mf

Alan Chapman, CPA
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ALAN CHAP. MAN Certified Public Accountant

401 South Warer » Tahlequah, Oklahoma 74464 * (918) 456-999] » Fax (918) 456-9247 » chapi@intellex.com

CE WITH RE PLICABLE TO EACH
' 1 AND INTERNAL C VER COMPLIANC
IN ACCORDANCE WITH OMB CIRCULAR A-133

The Honorable Board of Education
Kevs School District, No. [-006
Park Hill, Cherokee County, Oklahoma

Compliance
| have audited the compliance of Keys School District No, I1-006 with the types of compliance

requirements described in the U'S. Office of Management and Budget (OMB) Circular A-133
Compliance Supplement that is applicable to each of its major federal programs for the year ended
June 30, 2013, Keys School District No. [-006's major federal programs are identified in the
summary of auditor’s results section of the accompanying schedule of findings and questioned costs,
Compliance with requirements of laws, regulations, contracts and grants applicable to each of its
major federal programs is the responsibility of Keys School District No. [-006's management. My
responsibility is to express an opinion on Keys School District No, 1-006's compliance based on my
audit.

I have conducted my audit of compliance in accordance with auditing standards generally accepted
in the United States of America; the standards applicable to financial audits contained in Government
Avditing Standards, issued by the Comptroller General of the United States, and OME Circular A-
133, Audits of Srates, Local Governments, and Non-Prafit Organizations. Those standards and
OMB Circular A-133 require that | plan and perform the audit to obtain reasonable assurance about
whether noncompliance with the types of compliance requirements referred to above that could have
a direct and material effect on a major federal program occurred. An audit includes examiming, on
a test basis, evidence about Keys School District No. [-006's compliance with those requirements
and performing such other procedures as | considered necessary in the circumsiances. | believe that
my audil provides a reasonable basis for my opinion. My audit does not provide a legal
determination on Kevs School District No. 1-006"s compliance with those requirements.

In my opinion, Kevs School District No. 12006 complied. in all material respects, with the
requirements referred to above that are applicable to each of its major federal programs for the year
ended June 30, 2013.



ternal | Over iance

The management of Keys School District No. 1-006 is responsible for establishing and maintaining
effective internal control over compliance with requirements of laws, regulations, contracts and
grants applicable to federal programs. In planning and performing my audit, I considered Keys
School District No. 1-006's internal control over compliance with requirements that have a direct
and material effect on a major federal program in order to determine my auditing procedures for
the purpose of expressing my opinion on compliance and to test and report on internal control over
compliance in accordance with OMB Circular A-133.

My consideration of the internal control over compliance would not necessarily disclose all matters
in the internal control that might be material weaknesses. A material weakness is g condition in
which the design or operation on one or more of the internal control components does not reduce to
a relatively low level the risk that noncompliance with applicable requirements or laws, regulations,
contracts and grants caused by error or fraud that would be material in relation to a major federal
program being audited may occur and not be detected within a timely period by emplovees in the
normal course of performing their assigned functions. | noted no matters involving the internal
control over compliance and its aperation that | consider to be material weaknesses, However, |
noted other matters involving the internal control over financial reporting and its operation that |
have reparted to the School’s management in a separate letter dated J anuary 25, 2014,

This report is intended solely for the information of the Board of Education, management, and all
applicable federal and state agencies, and is not intended 1o be and should not be wsed by anyone
other than these specified parties,

January 25, 2014

oy "._.
e .-"'-'E"'I"'. [ .-"".-".-:-::_,r’ ",.l'_!-'-.-".?"':"lr

Alan Chapman, CPA
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KEYS SCHOOL DISTRICT NO. 1-D06
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED JUNE 30, 2013
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The notes 1o the financial statements are an integral part of this statement.
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KEYS SCHOOL DISTRICT NO. 1-006
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30, 2013

Section | - Summary of Auditor’s Resulis:
Financial Statements

Type of Auditor’s Report issued: 1 have audited the accompanying fund type and account group
financial statements - regulatory basis - of Kevs School District No, 1-006, Cherokee County,
Oklahoma as listed in the table of contents, as of and for the year ended June 30, 2013, In my
opinion letter, my report was adverse on ULS, Generally Accepted Accounting Principles because
the school district prepares its financial statements on a basis of accounting other than accounting
principles generally accepted in the United States of America, This basis of accounting is prescribed
by the laws of the State of Oklahoma. Also my report was qualified with regard to the prescribed
basis of accounting because of the omission of the general fixed asset account group.

Interna 1 1 Fi i orti

Material weaknesses identified? NONE REPORTED
Reportable conditions identified not considered to be

material weaknesses? NONE REPORTED
Noncompliance material to financial statements noted? NONE REPORTED
Federal Awards

Internal Control Over Major Programs:

Material weaknesses identified? KONE REPORTED

Reportable conditions identified not considered to be

material weaknesses? KONE REPORTED
itor’'s Report Issued on Compliance Maj 52

In conjunction with the audited combined financial statements-regulatory basis of Keys School
District No. 1-006, Park Hill, Oklahoma, as of and for the vear ended June 30, 2013, | have issued
my unqualified report thereon dated January 25, 2014, on compliance with requirements applicable
to each major program and internal control over compliance in accordance with OMB Circular A-
133,

Any audit findings disclosed that are required to be
reported in accordance with Circular A-133, Section .510(a)? NONE REPORTED



Identification of Major Programs;

Title L, Part A (84.010) £ 200,757.40
Child Nutrition Lunch (10.555) 222.301.92
Title VII Indian Education (84.041) 102.339.00

$525398%

The dollar threshold used to distinguish between type A and type B programs was $300.000.00. The
percentage of coverage of rule was used to achieve 50% of Federal program expenditures.

YES NO
Auditee qualified as low-risk auditee? X

Section 11 - Financial Statement Findi
No matters were reported.

Section 11 - Federal Award Findings and Questioned Costs - Current Year:

No questioned costs were identified.

Section [V - Federal

No questioned costs were identified.
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KEYS SCHOOL DISTRICT NO. [-006
STATEMENT OF PRIOR YEAR FINDINGS
JUNE 30, 2013

PRIOR YEAR FINDINGS:
There were no prior vear findings.
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KEYS SCHOOL DISTRICT NO. 1-006
SCHEDULE OF ACCOUNTANT'S PROFESSIONAL
LIABILITY INSURANCE AFFIDAVIT
JULY 1, 2012 TO JUNE 30,2013

State of Oklahoma

County of Cherokes

The undersigned auditing firm of lawful age, being first duly sworn on oath, says that said firm had
in full force and effect Accountant’s Professional Liability Insurance in accordance with the
“Oklahoma Public School Audit Law™ at the time of audit contract and during the entire audit
engagement with Keys School for the audit year 2012-2013.

Alan Chapman, C.P.A.

et

A _.-:r_.-.:__:-:__..g-':__.-_.zx.r-'r"'
By
Authorized Agent
Subscribed and swom to before me thisc A~ day of Lol a4, 2014
l'\-ll-' . Hhrﬂ.nuh.uh“
ijL»t RML@ e
Notary Public

My Commission Expires: (' 2 r,.l"i_f' S/
My Commission Number: ¢ 13 (a0
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AUDIT ACKNOWLEDGMENT

KEYS SCHOOL DISTRICT NO. 1-006

CHEROKEE COUNTY, OKLAHOMA
JULY 1, 2012 TO JUNE 30, 2013

The annual independent audit for the Keys School District, was presented to the Board of Education
in an Open Meeting on February 13, 2014 by Alan Chapman, CPA.

The School Board acknowledges that as the goverming body of the District, responsible for the
District’s financial and compliance operations, the audit findings and exceptions have been presented
to them.

A copy of the audit, including this acknowledgment form, will be sent to the Oklahoma State
Department of Education within thirty (30) days from its presentation, as stated in 70 0.8, 22-108:

“The local board of education shall forward a copy of the audit report to the State Board of
Education within thirty (30) days after receipt of said audit.”

Superitendent ﬁ“ Board of Education Vice President
I." IIl." ,-".I y : . .

O~ LTl ) AL o

Board of Education /P‘ﬁ:sidem : Bodrd of Education Member

&ﬁp »",ZE:L.;'}--

Board of Education Member

Board of Education Member

Board of Education Member

Board of Education Member

Subscribed and sworn to before me on this 5":'1:211 day of ll L Ill-J' Uiy LJ F 4 ""II :

My Commission Expires: _(Jh(0080

My Commission Number: _ ¢33,/ C S/ o &
O e

SAVTEA T

Notary Public

-1""“"-“__“'“--- e
o e i
W & by Coiorrermmmion mepima BARLICH




